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§1261.1 Definitions.

As used in this part:

Bank written in title case means a
Federal Home Loan Bank established
under section 12 of the Bank Act (12
U.S.C. 1432).

Bank Act means the Federal Home
Loan Bank Act, as amended (12 U.S.C.
1421 through 1449).

Director means the Director of the
Federal Housing Finance Agency.

FHFA means Federal Housing Fi-
nance Agency.

Subpart B—Federal Home Loan
Bank Boards of Directors: Eligi-
bility and Elections

§1261.2 Definitions.

As used in this Subpart B:

Bona fide resident of a Bank district
means an individual who:

(1) Maintains a principal residence in
the Bank district; or

(2) If serving as an independent direc-
tor, owns or leases in his or her own
name a residence in the Bank district
and is employed in a voting state in
the Bank district.

FHFA ID number means the number
assigned to a member by FHFA and
used by FHFA and the Banks to iden-
tify a particular member.

Independent directorship means a di-
rectorship, as defined by section
T(a)(4)(A) of the Bank Act, 12 U.S.C.
1427(a)(4)(A), that is filled by a plu-
rality vote of the members at large by
an individual having the qualifications
specified by section 7(a)(3)(B)(i) or (ii),
12 U.S.C. 1427(a)(3)(B)(i) or (ii).

Member directorship means a director-
ship, as defined by section 7(a)(4)(A) of
the Bank Act, 12 U.S.C. 1427(a)(4)(A),
that is filled by a plurality vote of the
members located in a particular State
by an individual who is an officer or di-
rector of a member located in that
State, and includes guaranteed direc-
torships and stock directorships.

Method of equal proportions means the
mathematical formula used by FHFA
to allocate member directorships
among the States in a Bank’s district
based on the relative amounts of Bank
stock required to be held as of the
record date by members located in
each State.

Public interest director means an indi-
vidual serving in a public interest di-
rectorship.
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Federal Housing Finance Agency.

Public interest directorship means an
independent directorship filled by an
individual with more than four years
experience representing consumer or
community interests in banking serv-
ices, credit needs, housing or consumer
financial protections.

Record date means December 31 of the
calendar year immediately preceding
the election year.

Stock directorship means a member di-
rectorship that is designated by FHFA
as representing the members located in
a particular voting State based on the
amount of Bank stock required to be
held by the members in that State as
of the record date, other than a guar-
anteed directorship.

Voting State means the District of Co-
lumbia, Puerto Rico, or the State of
the United States in which a member’s
principal place of business, as deter-
mined in accordance with 12 CFR part
1263, or any successor provision, is lo-
cated as of the record date. The voting
State of a member with a principal
place of business located in the U.S.
Virgin Islands as of the record date is
Puerto Rico, and the voting State of a
member with a principal place of busi-
ness located in American Samoa,
Guam, or the Commonwealth of the
Northern Mariana Islands as of the
record date is Hawaii.

[73 FR 55715, Sept. 26, 2008, as amended at 74
FR 51460, Oct. 7, 2009. Redesignated and
amended at 75 FR 17039, 17040, Apr. 5, 2010]

§1261.3 General provisions.

(a) Board sice and composition. Annu-
ally, the FHF A Director will determine
the size of the board of directors for
each Bank and will designate at least a
majority, but no more than 60 percent,
of the directorships as member direc-
torships and the remainder as inde-
pendent directorships. Annually, the
board of directors of each Bank shall
determine how many, if any, of the
independent directorships with terms
beginning the following January 1 shall
be public interest directorships, ensur-
ing that at all times the Bank will
have at least two public interest inde-
pendent directorships.

(b) Term of directorships. The term of
office of each directorship commencing
on or after January 1, 2009 shall be four
years, except as adjusted pursuant to

§1261.4

section 7(d) of the Bank Act (12 U.S.C
1427(d)) to achieve a staggered board,
and shall commence on January 1 of
the calendar year so designated by
FHFA.

(c) Annual elections. Each Bank annu-
ally shall conduct an election the pur-
pose of which is to fill all directorships
designated by FHFA as commencing on
January 1 of the calendar year imme-
diately following the year in which
such election is commenced. Subject to
the provisions of the Bank Act and in
accordance with the requirements of
this subpart, the disinterested mem-
bers of the board of directors of each
Bank, or a committee of disinterested
directors, shall administer and conduct
the annual election of directors. In so
doing, the disinterested directors may
use Bank staff or independent contrac-
tors to perform ministerial and admin-
istrative functions concerning the elec-
tions process.

(d) Location of members. In accordance
with section 7(c) of the Bank Act (12
U.S.C 1427(c)), for purposes of the elec-
tion of member directors, a member is
deemed to be located in its voting
state, unless otherwise designated by
the Director.

(e) Dates. If any date specified in this
part for action by a Bank, or specified
by a Bank pursuant to this part, falls
on a Saturday, Sunday, or Federal hol-
iday, the relevant time period is
deemed to be extended to the next cal-
endar day that is not a Saturday, Sun-
day, or Federal holiday.

[73 FR 55715, Sept. 26, 2008, as amended at 74
FR 51460, Oct. 7, 2009. Redesignated at 75 FR
17039, Apr. 5, 2010]

§1261.4 Designation of member direc-
torships.

(a) Determination of voting stock. (1)
On or before April 10 of each year, each
Bank shall deliver to FHFA a capital
stock report that indicates, as of the
record date, the number of members lo-
cated in each voting State in the
Bank’s district, the number of shares
of Bank stock that each member (iden-
tified by its FHFA ID number) was re-
quired to hold, and the number of
shares of Bank stock that all members
located in each voting State were re-
quired to hold. If a Bank has issued
more than one class of stock, it shall
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report the total shares of stock of all
classes required to be held by the mem-
bers. The Bank shall certify to FHFA
that, to the best of its knowledge, the
information provided in the capital
stock report is accurate and complete,
and that it has notified each member of
its minimum capital stock holding re-
quirement as of the record date.

(2) If a Bank’s capital plan was not in
effect as of the record date, the number
of shares of Bank stock that any mem-
ber was required to hold as of the
record date shall be determined in ac-
cordance with §§1263.20 and 1263.22 of
this chapter. If a Bank’s capital plan
was in effect as of the record date, the
number of shares of Bank stock that
any member was required to hold as of
the record date shall be determined in
accordance with the minimum invest-
ment established by the capital plan
for that Bank; however, for any mem-
ber whose Bank stock is less than the
minimum investment during a transi-
tion period, the amount of Bank stock
to be reported shall be the number of
shares of Bank stock actually owned
by the member as of the record date.

(b) Designation of member directorships
as stock directorships. Using the method
of equal proportions, the Director an-
nually will conduct a designation of
member directorships for each Bank
based on the number of shares of Bank
stock required to be held by the mem-
bers in each State as of December 31 of
the preceding calendar year. If a Bank
has issued more than one class of
stock, the Director will designate the
directorships for each State in that
Bank district based on the combined
number of shares required to be held by
the members in that State. For pur-
poses of conducting the designation, if
a Bank’s capital plan was not in effect
on the immediately preceding Decem-
ber 31, the number of shares of Bank
stock required to be held by members
as of that date shall be determined in
accordance with §§1263.20 and 1263.22 of
this chapter. If a Bank’s capital plan
was in effect on the immediately pre-
ceding December 31, the number of
shares of Bank stock required to be
held by members as of that date shall
be determined in accordance with the
minimum investment established by
such capital plan; however, for any

12 CFR Ch. XII (1-1-13 Edition)

members whose Bank stock is less than
the minimum investment during a
transition period, the amount of stock
to be used in the designation of direc-
torships shall be the number of shares
of Bank stock actually owned by those
members as of that December 31. In all
cases, the Director will designate the
directorships by using the information
provided by each Bank in its capital
stock report required by paragraph
(a)(1) of this section.

(c) Allocation of directorships. The
member directorships designated by
the Director will be allocated among
the States by the Director in accord-
ance with section 7(b) and (c) of the
Bank Act.

(d) Notification. On or before June 1 of
each year, FHFA will notify each Bank
in writing of the total number of direc-
torships established for the Bank and
the number of member directorships
designated as representing the mem-
bers in each voting state in the Bank
district.

(e) Change of state. If the annual des-
ignation of member directorships re-
sults in an existing directorship being
redesignated as representing members
in a different State, that directorship
shall be deemed to terminate in the
previous State as of December 31 of
that year, and a new directorship to
begin in the succeeding State as of
January 1 of the next year. The new di-
rectorship shall be filled by vote of the
members in the succeeding State and,
in order to maintain the staggered
terms of directorships, shall be ad-
justed to a term equal to the remaining
term of the previous directorship if it
had not been redesignated to another
State.

[74 FR 51460, Oct. 7, 2009. Redesignated and
amended at 75 FR 17039, 17040, Apr. 5, 2010]

§1261.5 Director eligibility.

(a) Eligibility requirements for member
directors. BEach member director, and
each nominee to a member director-
ship, shall be:

(1) A citizen of the United States; and

(2) An officer or director of a member
that is located in the district in which
the Bank is located and that meets all
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minimum capital requirements estab-
lished by its appropriate Federal bank-
ing agency or appropriate State regu-
lator. In the case of a director elected
by the members, the institution of
which the director is an officer or di-
rector must have been a member as of
the record date. In the case of a direc-
tor elected by a Bank’s board of direc-
tors to fill a vacancy, the institution of
which the director is an officer or di-
rector must be a member at the time
the board acts.

(b) State designation for member direc-
tors. Each member director, and each
nominee to a member directorship,
shall be an officer or director of a
member that is located in the State to
which the Director has allocated such
directorship under §1261.4(c)..

(c) Eligibility requirements for inde-
pendent directors. Each independent di-
rector, and each nominee to an inde-
pendent directorship, shall be:

(1) A citizen of the United States; and

(2) A bona fide resident of the district
in which the Bank is located.

(d) Restrictions. (1) A nominee is not
eligible if he or she:

(i) Is an incumbent director, unless:

(A) The incumbent director’s term of
office would expire before the new term
of office would begin; and

(B) The new term of office would not
be barred by the term limit provision
of section 7(d) of the Bank Act (12
U.S.C. 1427(d)); or

(ii) Is a former director whose service
would be barred by the term limit pro-
vision of section 7(d) of the Bank Act.

(2) For purposes of applying the term
limit provision of section 7(d) of the
Bank Act (12 U.S.C. 1427(d)):

(i) A term of office that is adjusted
after July 30, 2008 to a period of fewer
than four years shall not be deemed to
be a full term;

(ii) Any member director’s election
and service to a directorship with a
three year term of office prior to July
30, 2008 shall be deemed to be a full
term;

(iii) Any three-year term of office
that ends immediately before a term of
office that is adjusted after July 30,
2008 to a period of fewer than four
years, and any term of office com-
mencing immediately following such
adjusted term of office, shall con-

§1261.6

stitute consecutive full terms of office;
and

(iv) Any period of time served by a
director who has been elected by the
board of directors to fill a vacancy
shall not be deemed to constitute a full
term.

(e) Loss of eligibility. A director shall
become ineligible to remain in office if,
during his or her term of office, the di-
rectorship to which he or she has been
elected is eliminated. The incumbent
director shall become ineligible after
the close of business on December 31 of
the year in which the directorship is
eliminated.

(2) In the case of a redesignation to
another State, the redesignated direc-
torship shall be filled by a majority
vote of the remaining Bank directors,
in accordance with §1261.14(a).

[73 FR 55715, Sept. 26, 2008, as amended at 74
FR 51461, Oct. 7, 2009; 75 FR 17039, 17040, Apr.
5, 2010.]

§1261.6 Determination of member

votes.

(a) In general. Each Bank shall deter-
mine, in accordance with this section,
the number of votes that each member
of the Bank may cast for each director-
ship that is to be filled by the vote of
the members.

(b) Number of votes. For each member
directorship and each independent di-
rectorship that is to be filled in an
election, each member shall be entitled
to cast one vote for each share of Bank
stock that the member was required to
hold as of the record date. Notwith-
standing the preceding sentence, the
number of votes that any member may
cast for any one directorship shall not
exceed the average number of shares of
Bank stock required to be held as of
the record date by all members located
in the same State as of the record date.
If a Bank has issued more than one
class of stock, it shall calculate the av-
erage number of shares separately for
each class of stock, using the total
number of members in a State as the
denominator, and shall apply those
limits separately in determining the
maximum number of votes that any
member owning that class of stock
may cast in the election. If a Bank’s
capital plan was not in effect as of the
record date, the number of shares of
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§1261.7

Bank stock that a member was re-
quired to hold as of the record date
shall be determined in accordance with
§§1263.20 and 1263.22 of this chapter. If a
Bank’s capital plan was in effect as of
the record date, the number of shares
of Bank stock that a member was re-
quired to hold as of the record date
shall be determined in accordance with
the minimum investment requirement
established by the Bank’s capital plan;
however, for any member whose Bank
stock is less than the minimum invest-
ment during a transition period, the
amount of Bank stock to be used shall
be the number of shares of Bank stock
actually owned by the member as of
the record date.

(c) Voting preferences. If the board of
directors of a Bank includes any voting
preferences as part of its approved cap-
ital plan, those preferences shall super-
sede the provisions of paragraph (b) of
this section that otherwise would allow
a member to cast one vote for each
share of Bank stock it was required to
hold as of the record date. If a Bank es-
tablishes a voting preference for a class
of stock, the members with voting
rights shall remain subject to the pro-
visions of section 7(b) of the Bank Act
(12 U.S.C. 1427(b)) that prohibit any
member from casting any vote in ex-
cess of the average number of shares of
stock required to be held by all mem-
bers in its state.

[738 FR 55715, Sept. 26, 2008, as amended at 74
FR 51461, Oct. 7, 2009. Redesignated and
amended at 75 FR 17039, Apr. 5, 2010]

§1261.7 Nominations for member and
independent directorships.

(a) Election announcement. (1) Within
a reasonable time in advance of an
election, a Bank shall notify each
member in its district of the com-
mencement of the election process.
Such notice shall include:

(1) The number of member director-
ships designated for each voting state
in the Bank district and the number of
independent directorships for the
Bank;

(2) The name of each incumbent Bank
director, the name and location of the
member at which each member direc-
tor serves, and the name and location
of the organization with which each
independent director is affiliated, if

12 CFR Ch. XII (1-1-13 Edition)

any, and the expiration date of each
Bank director’s term of office;

(3) A brief statement describing the
skills and experience the Bank believes
are most likely to add strength to the
board of directors, provided that the
Bank previously has conducted the an-
nual assessment permitted by §1261.9
and the Bank has elected to provide
the results of the assessment to the
members;

(4) An attachment indicating the
name, location, and FHFA ID number
of every member in the member’s vot-
ing state, and the number of votes each
such member may cast for each direc-
torship to be filled by such members,
as determined in accordance with
§1261.6; and

(5) If a member directorship is to be
filled by members in a State, a nomi-
nating certificate for those members.

(b) Member directorship mnominations.
(1) Any member that is entitled to vote
in the election may nominate an eligi-
ble individual to fill each available
member directorship for its voting
state by delivering to its Bank, prior to
a deadline to be established by the
Bank and set forth in the notice re-
quired in paragraph (a) of this section,
a nominating certificate duly adopted
by the member’s governing body or by
an individual authorized by the mem-
ber’s governing body to act on its be-
half.

(2) The nominating certificate shall
include the name of the nominee and
the name, location, and FHFA ID num-
ber of the member the nominee serves
as an officer or director.

(3) The Bank shall establish a dead-
line for delivery of nominating certifi-
cates, which shall be no earlier than 30
calendar days after the date on which
the Bank delivers the notice required
by paragraph (a) of this section, and
the Bank shall not accept certificates
received after that deadline. The Bank
shall retain all accepted nominating
certificates for at least two years after
the date of the election.

(c) Accepting member directorship nomi-
nations. Promptly after receipt of any
nominating certificate, a Bank shall
notify in writing any individual nomi-
nated for a member directorship. An
individual may accept the nomination
only by delivering to the Bank, prior to
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a deadline established by the Bank and
set forth in its notice, an executed di-
rector eligibility certification form
prescribed by FHFA. A Bank shall
allow each nominee at least 30 calendar
days after the date the Bank delivered
the notice of nomination within which
to deliver the executed form. A nomi-
nee may decline the nomination by so
advising the Bank in writing, or by
failing to deliver a properly executed
director eligibility certification form
prior to the deadline. Each Bank shall
retain all information received under
this paragraph for at least two years
after the date of the election.

(d) Independent directorship nomina-
tions. (1) Any individual who seeks to
be an independent director of the board
of directors of a Bank may deliver to
the Bank, on or before the deadline set
by the Bank for delivery of nominating
certificates, an executed independent
director application form prescribed by
FHFA that demonstrates that the indi-
vidual both is eligible and has either of
the following qualifications:

(i) More than four years experience
representing consumer or community
interests in banking services, credit
needs, housing, or consumer financial
protections; or

(ii) Knowledge of or experience in one
or more of the areas set forth in para-
graph (e) of this section.

(2) Any other interested party may
recommend to the Bank that it con-
sider a particular individual as a nomi-
nee for an independent directorship,
but the Bank shall not nominate any
individual unless the individual has de-
livered to the Bank, on or before the
date the Bank has set for delivery of
nominating certificates, an executed
independent director application form
prescribed by FHFA. The application
form prescribed by FHF A will provide a
means by which an individual can indi-
cate an intent to be considered for a
public interest directorship. The board
of directors of the Bank may consider
any individual for any independent di-
rectorship nomination, provided it has
determined that the individual is eligi-
ble and qualified, but the board shall
nominate for a public interest director-
ship only an individual who indicates
on the application form a desire to be
considered for a public interest direc-

§1261.7

torship. The board of directors of the
Bank shall consult with the Bank’s Ad-
visory Council before nominating any
individual for any independent direc-
torship. Each Bank shall include in its
bylaws the procedures it intends to use
for the nomination and election of the
independent directors, and shall retain
all information received under this
paragraph for at least two years after
the date of the election.

(3) Each Bank shall determine the
number of public interest directorships
to be included among its authorized
independent directorships, provided
that each Bank shall at all times have
at least two such directorships, and
shall announce that number to its
members in the notice required by
paragraph (a) of this section. In sub-
mitting nominations to its members,
each Bank shall nominate at least as
many individuals as there are inde-
pendent directorships to be filled in
that year’s election.

(e) Independent director qualifications.
(1) Each independent director and each
nominee for an independent director-
ship, other than a public interest direc-
torship, shall have experience in, or
knowledge of, one or more of the fol-
lowing areas: auditing and accounting,
derivatives, financial management, or-
ganizational management, project de-
velopment, risk management practices,
and the law. Before nominating any in-
dividual for an independent director-
ship, other than a public interest direc-
torship, the board of directors of a
Bank shall determine that such knowl-
edge or experience of the nominee is
commensurate with that needed to
oversee a financial institution with a
size and complexity that is comparable
to that of the Bank.

(2) Bach public interest independent
director and each nominee for a public
interest directorship shall have more
than four years experience rep-
resenting consumer or community in-
terests in banking services, credit
needs, housing or consumer financial
protection.

(f) Eligibility verification. Using the in-
formation provided on member director
eligibility forms prescribed by FHFA,
each Bank shall verify that each nomi-
nee for each member directorship
meets all the eligibility requirements
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for such directorship. Using the infor-
mation provided on independent direc-
tor application forms prescribed by
FHFA, each Bank shall verify that
each nominee for each public interest
independent directorship and each
other independent directorship meets
all eligibility requirements and any
knowledge or experience qualifications
for such directorship, as set forth in
the Bank Act and this subpart. Before
announcing any independent director
nominee, the Bank shall deliver to
FHFA, for the Director’s review, a copy
of the independent director application
forms executed by the individuals nom-
inated for independent directorships. If
within two weeks of such delivery
FHFA provides comments to the Bank
on any independent director nominee,
the board of directors of the Bank shall
consider the FHFA’s comments in de-
termining whether to proceed with
those nominees or to reopen the nomi-
nation.

[73 FR 55715, Sept. 26, 2008, as amended at 74
FR 51461, Oct. 7, 2009. Redesignated and
amended at 75 FR 17039, Apr. 5, 2010]

§1261.8 Election process.

(a) Ballots. Promptly after fulfilling
the requirements of §1261.7(f), each
Bank shall prepare and deliver a ballot
to each member that was a member as
of the record date. The Bank shall in-
clude with each ballot a closing date
for the Bank’s receipt of voted ballots,
which date shall be no earlier than 30
calendar days after the date such bal-
lot is delivered to the member.

(i) For states in which one or more
member directorships are to be filled in
the election, an alphabetical listing of
the names of each nominee for such di-
rectorship, the name, location, and
FHFA ID number of the member each
nominee serves, the nominee’s title or
position with the member, and the
number of member directorships to be
filled by the members in that voting
state in the election;

(ii) An alphabetical listing of the
names of each nominee for a public in-
terest independent directorship and a
brief description of each nominee’s ex-
perience representing consumer and
community interests;

(iii) An alphabetical listing of the
names nominee for the other inde-
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pendent directorships and a brief de-
scription of each nominee’s qualifica-
tions, including his or her knowledge
or experience in the areas of financial
management, auditing and accounting,
risk management practices, deriva-
tives, project development, organiza-
tional management and any other area
of knowledge or experience set forth in
§1261.7(e);

(iv) A statement that write-in can-
didates are not permitted; and

(v) A confidentiality statement pro-
hibiting the Bank from disclosing how
any member voted.

(2) At the election of the Bank, a bal-
lot also may include, in the body or as
an attachment, a brief description of
the skills and experience of each nomi-
nee for a member directorship.

(b) Statement on skills and experience.
If a Bank has conducted an annual as-
sessment permitted by §1261.9 and has
included the results of the assessment
as part of the notice to members re-
quired in §1261.7(a), it may include
with each ballot a statement of the re-
sults of that assessment or any subse-
quent assessment. If the statement dif-
fers from the statement provided under
§1261.7(a)(3), the Bank also shall in-
clude an explanation of why the state-
ments differ.

(c) Lack of member directorship nomi-
nees. If, for any voting State, the num-
ber of nominees for the member direc-
torships for that State is equal to or
fewer than the number of such direc-
torships to be filled in that year’s elec-
tion, the Bank shall deliver a notice to
the members in the affected voting
State (in lieu of including any member
directorship nominees on the ballot for
that State) that such nominees shall be
deemed elected without further action,
due to an insufficient number of nomi-
nees to warrant balloting. Thereafter,
the Bank shall declare elected all such
eligible nominees and in doing so shall
designate particular nominees to guar-
anteed directorships or stock director-
ships, respectively, if necessary. The
nominees declared elected shall be in-
cluded as directors-elect in the report
of election required under paragraph
(g) of this section. Any member direc-
torship that is not filled due to a lack
of nominees shall be deemed vacant as
of January 1 of the following year and
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shall be filled by the Bank’s board of
directors in accordance with
§1261.14(a).

(d) Voting. For each directorship to
be filled, a member may cast the num-
ber of votes determined by the Bank
pursuant to §1261.6. A member may not
split its votes among multiple nomi-
nees for a single directorship, and,
where there are multiple directorships
to be filled, either within the member’s
voting state or at large, in the case of
independent directorships, a member
may not cumulatively vote for a single
nominee. If any member votes, it shall
by resolution of its governing body ei-
ther authorize the voting for specific
nominees or delegate to an individual
the authority to vote for specific nomi-
nees. To vote, a member shall:

(1) Mark on the ballot the name of
not more than one of the nominees for
each directorship to be filled. Each
nominee so selected shall receive all of
the votes that the member is entitled
to cast.

(2) Execute and deliver the ballot to
the Bank on or before the closing date.
A Bank shall not allow a member to
change a ballot after it has been deliv-
ered to the Bank.

(e) Counting ballots. A Bank shall not
review any ballot until after the clos-
ing date, and shall not include in the
election results any ballot received
after the closing date. Promptly after
the closing date, each Bank shall tab-
ulate the votes cast in the election: for
the member directorships, the Bank
shall tabulate votes by each voting
state; for the independent director-
ships, the Bank shall tabulate votes for
the district at-large. Any ballots cast
in violation of paragraph (d) of this
section shall be void.

(f) Declaring results. (1) For member di-
rectorships. The Bank shall declare
elected the nominee receiving the high-
est number of votes. If more than one
member directorship is to be filled for
a particular State, the Bank shall de-
clare elected each successive nominee
receiving the next highest number of
votes until all such open directorships
are filled.

(2) For independent directorships. (i)
The bank shall tabulate separately the
votes received for public interest inde-
pendent director nominees and those
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received for other independent director
nominees, in each case in accordance
with paragraph (f)(2)(ii) of this section.

(ii) If the number of nominees ex-
ceeds the number of directorships to be
filled, the Bank shall declare elected
the nominee receiving the highest
number of votes. If more than one di-
rectorship is to be filled, the Bank
shall declare elected each successive
nominee receiving the next highest
number of votes for such directorship
until all such open directorships are
filled.

(iii) If the number of nominees is no
more than the number of directorships
to be filled, the Bank shall declare
elected each nominee receiving at least
20 percent of the number of votes eligi-
ble to be cast in the election. If any di-
rectorship is not filled due to any
nominee’s failure to receive at least 20
percent of the votes eligible to be cast,
the Bank shall continue the election
process for that directorship under the
procedures in paragraph (h) of this sec-
tion.

(3) Tie votes. In the event of a tie for
the last available directorship, the dis-
interested incumbent members of the
board of directors of the Bank, by a
majority vote, shall declare elected one
of the nominees for whom the number
of votes cast was tied.

(4) Eligibility. A Bank shall not de-
clare elected a nominee that it has rea-
son to know is ineligible to serve, nor
shall it seat a director-elect that it has
reason to know is ineligible to serve.

(5) Record retention. The Bank shall
retain all ballots it receives for at least
two years after the date of the elec-
tion, and shall not disclose how any
member voted.

(g) Report of election. Promptly fol-
lowing the election, each Bank shall
deliver a notice to its members, to each
nominee, and to FHFA that contains
the following information:

(1) For each member directorship, the
name of the director-elect, the name
and location of the member at which
he or she serves, his or her title or po-
sition at the member, the voting State
represented, and the expiration date of
the term of office;

(2) For each independent director-
ship, the name of the director-elect,
whether the director-elect will fill a
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public interest directorship and, if so,
the consumer or community interest
represented by such directorship, any
qualifications under §1261.7(e), and the
expiration date of the term of office;

(3) For member directorships, the
total number of eligible votes, the
number of members voting in the elec-
tion, and the total number of votes
cast for each nominee, which shall be
reported by State; and

(4) For independent directorships, the
total number of eligible votes, the
number of members voting in the elec-
tion, and the total number of votes
cast for each nominee, which shall be
reported for the district at large.

(h) Failure to fill all independent direc-
torships. If any independent director-
ship is not filled due to the failure of
any nominee to receive at least 20 per-
cent of the eligible vote, the Bank shall
continue the election process for that
directorship under the following proce-
dures:

(1) The Bank’s board of directors,
after again consulting with the Bank’s
Advisory Council, shall nominate at
least as many individuals as there are
independent directorships to be filled.
It may nominate individuals who failed
to be elected in the initial vote. The
Bank thereafter shall deliver to FHFA
a copy of the independent director ap-
plication form executed by each nomi-
nee.

(2) The Bank then shall follow the
provisions in this section that are ap-
plicable to the election process for
independent directors, except for the
following:

(i) The Bank shall not place the name
of any nominee on a ballot without
prior approval of FHFA; and

(ii) The Bank may adopt a closing
date that is earlier than 30 calendar
days after delivery of the ballots to the
eligible voting members, provided the
Bank determines that an earlier clos-
ing date provides a reasonable amount
of time to vote the ballots.

[73 FR 55715, Sept. 26, 2008, as amended at 74
FR 51462, Oct. 7, 2009. Redesignated and
amended at 75 FR 17039, 17040, Apr. 5, 2010]

§1261.9 Actions affecting director elec-
tions.

(a) Banks. Each Bank, acting through
its board of directors, may conduct an
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annual assessment of the skills and ex-
perience possessed by the members of
its board of directors as a whole and
may determine whether the capabili-
ties of the board would be enhanced
through the addition of individuals
with particular skills and experience.
If the board of directors determines
that the Bank could benefit by the ad-
dition to the board of directors of indi-
viduals with particular qualifications,
such as auditing and accounting, de-
rivatives, financial management, orga-
nizational management, project devel-
opment, risk management practices, or
the law , it may identify those quali-
fications and so inform the members as
part of its announcement of elections
pursuant to §1261.7(a).

(b) Support for nomination or election.
(1) A Bank director, officer, attorney,
employee, or agent, acting in his or her
personal capacity, may support the
nomination or election of any indi-
vidual for a member directorship, pro-
vided that no such individual shall pur-
port to represent the views of the Bank
or its board of directors in doing so.

(2) A Bank director, officer, attorney,
employee or agent and the board of di-
rectors and Advisory Council (includ-
ing members of the Council) of a Bank
may support the candidacy of any indi-
vidual nominated by the board of direc-
tors for election to an independent di-
rectorship.

(c) Prohibition. Except as provided in
paragraphs (a) and (b) of this section,
no director, officer, attorney, em-
ployee, or agent of a Bank shall:

(1) Communicate in any manner that
a director, officer, attorney, employee,
or agent of a Bank, directly or indi-
rectly, supports or opposes the nomina-
tion or election of a particular indi-
vidual for a directorship; or

(2) Take any other action to influ-
ence the voting with respect to any
particular individual.

[73 FR 55715, Sept. 26, 2008, as amended at 74

FR 51463, Oct. 7, 2009]

§1261.10 Independent director conflict
of interests.

(a) Employment interests. During any
independent director’s term of service,
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such director shall not serve as an offi-
cer, employee, or director of any mem-
ber of the Bank on whose board the in-
dividual sits, or of any recipient of ad-
vances from such Bank, and shall not
serve as an officer of any Bank. An
independent director or nominee for
any independent directorship shall dis-
close all such interests to the Bank on
whose board of directors the individual
serves or which is considering the indi-
vidual for nomination to its board of
directors.

(b) Holding companies. Service as an
officer, employee, or director of a hold-
ing company that controls one or more
members of, or one or more recipients
of advances from, the Bank on whose
board an independent director serves is
not deemed to be service as an officer,
employee or director of a member or
recipient of advances if the assets of all
such members or all such recipients of
advances constitute less than 35 per-
cent of the assets of the holding com-
pany, on a consolidated basis.

(c) Attribution. For purposes of deter-
mining compliance with this section, a
Bank shall attribute to the inde-
pendent director any officer position,
employee position, or directorship of
the director’s spouse.

[78 FR 55715, Sept. 26, 2008, as amended at 74
FR 51463, Oct. 7, 2009]

§1261.11 Conflict-of-interests
for Bank directors.

policy

(a) Adoption of conflict-of-interests pol-
icy. BEach Bank shall adopt a written
conflict-of-interests policy that applies
to all members of its board of direc-
tors. At a minimum, the conflict-of-in-
terests policy of each Bank shall:

(1) Require the directors to admin-
ister the affairs of the Bank fairly and
impartially and without discrimina-
tion in favor of or against any member;

(2) Require independent directors to
comply with §1261.10(a);

(3) Prohibit the use of a director’s of-
ficial position for personal gain;

(4) Require directors to disclose ac-
tual or apparent conflicts of interests
and establish procedures for addressing
such conflicts;

(5) Require the establishment of in-
ternal controls to ensure that conflict-
of-interests reports are made and filed

§1261.11

and that conflict-of-interests issues are
disclosed and resolved; and

(6) Establish procedures to monitor
compliance with the conflict-of-inter-
ests policy.

(b) Disclosure and recusal. A director
shall disclose to the Bank’s board of di-
rectors any financial interests he or
she has, as well as any financial inter-
ests known to the director of any im-
mediate family member or business as-
sociate of the director, in any matter
to be considered by the Bank’s board of
directors and in any other business
matter or proposed business matter in-
volving the Bank and any other person
or entity. A director shall disclose
fully the nature of his or her interests
in the matter and shall provide to the
Bank’s board of directors any informa-
tion requested to aid in its comnsider-
ation of the director’s interest. A direc-
tor shall refrain from considering or
voting on any issue in which the direc-
tor, any immediate family member, or
any business associate has any finan-
cial interest.

(c) Confidential Information. Directors
shall not disclose or use confidential
information they receive solely by rea-
son of their position with the Bank to
obtain any benefit for themselves or
for any other individual or entity.

(d) Gifts. No Bank director shall ac-
cept, and each Bank director shall dis-
courage the director’s immediate fam-
ily members from accepting, any gift
that the director believes or has reason
to believe is given with the intent to
influence the director’s actions as a
member of the Bank’s board of direc-
tors, or where acceptance of such gift
would have the appearance of intending
to influence the director’s actions as a
member of the board. Any insubstan-
tial gift would not be expected to trig-
ger this prohibition.

(e) Compensation. Directors shall not
accept compensation for services per-
formed for the Bank from any source
other than the Bank for which the
services are performed.

(f) Definitions. For purposes of this
section:

(1) Immediate family member means
parent, sibling, spouse, child, or de-
pendent, or any relative sharing the
same residence as the director.
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(2) Financial interest means a direct or
indirect financial interest in any activ-
ity, transaction, property, or relation-
ship that involves receiving or pro-
viding something of monetary value,
and includes, but is not limited to any
right, contractual or otherwise, to the
payment of money, whether contingent
or fixed. It does not include a deposit
or savings account maintained with a
member, nor does it include a loan or
extension of credit obtained from a
member in the normal course of busi-
ness on terms that are available gen-
erally to the public.

(3) Business associate means any indi-
vidual or entity with whom a director
has a business relationship, including,
but not limited to:

(i) Any corporation or organization
of which the director is an officer or
partner, or in which the director bene-
ficially owns ten percent or more of
any class of equity security, including
subordinated debt;

(ii) Any other partner, officer, or ben-
eficial owner of ten percent or more of
any class of equity security, including
subordinated debt, of any such corpora-
tion or organization; and

(iii) Any trust or other estate in
which a director has a substantial ben-
eficial interest or as to which the di-
rector serves as trustee or in a similar
fiduciary capacity.

[78 FR 55715, Sept. 26, 2008, as amended at 74
FR 51463, Oct. 7, 2009]

§1261.12 Reporting requirements for
Bank directors.

(a) Annual reporting. Annually, each
Bank shall require each of its directors
to execute and deliver to the Bank the
appropriate director eligibility certifi-
cation form prescribed by FHFA for
the type of directorship held by such
director. The Bank promptly shall de-
liver to FHFA a copy of the certifi-
cation form delivered to it by each di-
rector.

(b) Report of noncompliance. At any
time that any director believes or has
reason to believe that he or she no
longer meets the eligibility require-
ments set forth in the Bank Act or this
subpart, the director promptly shall so
notify the Bank and FHFA in writing.
At any time that a Bank believes or
has reason to believe that any director
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no longer meets the eligibility require-
ments set forth in the Bank Act or this
subpart, the Bank promptly shall no-
tify FHFA in writing.

[74 FR 51463, Oct. 7, 2009]

§1261.13 Ineligible Bank directors.

Upon a determination by FHFA or a
Bank that any director of the Bank no
longer satisfies the eligibility require-
ments set forth in the Bank Act or this
part, or has failed to comply with the
reporting requirements of §1261.12, the
directorship shall immediately become
vacant. Any director that is deter-
mined to have failed to comply with
any of these requirements shall not
continue to serve as a Bank director.
Whenever a Bank makes such a deter-
mination, the Bank promptly shall no-
tify the Bank director and FHFA in
writing.

[74 FR 51464, Oct. 7, 2009]

§1261.14 Vacant Bank directorships.

(a) Filling unexpired terms. (1) When a
vacancy occurs on the board of direc-
tors of any Bank, the board of directors
of the Bank shall elect, by a majority
vote of the remaining Bank directors
sitting as a board, an individual to fill
the unexpired term of office of the va-
cant directorship, regardless of wheth-
er the remaining Bank directors con-
stitute a quorum of the Bank’s board of
directors.

(2) The board of directors of the Bank
may fill an anticipated vacancy prior
to the effective date of the vacancy,
provided the board does so no sooner
than the date of the regularly sched-
uled board meeting that occurs imme-
diately prior to the effective date of
the vacancy.

(3) The board of directors shall elect
only an individual who satisfies all the
eligibility requirements in the Bank
Act and in this subpart that applied to
his or her predecessor and, for inde-
pendent directorships, also satisfies
any of the qualifications in the Bank
Act or this subpart. If a Bank does not
have at least two sitting public inter-
est independent directors, the board of
directors of the Bank shall designate
the directorship as a public interest di-
rectorship and shall elect an individual
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who satisfies a public interest inde-
pendent directorship qualification in
the Bank Act or in this subpart.

(b) Verifying eligibility. Prior to any
election by the board of directors, the
Bank shall obtain an executed member
director eligibility certification form
prescribed by FHFA from each indi-
vidual being considered to fill a mem-
ber directorship and an executed inde-
pendent director application form pre-
scribed by FHFA from each individual
being considered to fill an independent
directorship. Using the executed forms,
each Bank shall verify each individ-
ual’s eligibility and, as to independent
directors, also shall verify the individ-
ual’s qualifications. Before any inde-
pendent director is elected by the
board of directors of a Bank, the Bank
shall deliver to FHFA for its review a
copy of the application form of each in-
dividual being considered by the board.
The Bank shall retain the information
it receives in accordance with §1261.7(c)
and (d).

(c) Notification. Promptly after allow-
ing the individual to assume the direc-
torship, as provided in paragraph (b) of
this section, a Bank shall notify FHFA
and each member located in the Bank’s
district in writing of the following:

(1) For each member directorship
filled by the board of a Bank, the name
of the director, the name, location, and
FHFA ID number of the member the di-
rector serves, the director’s title or po-
sition with the member, the voting
State that the director represents, and
the expiration date of the director’s
term of office; and

(2) For each independent directorship
filled by the board of a Bank, the name
of the director, the name and location
of the organization with which the di-
rector is affiliated, if any, the direc-
tor’s title or position with such organi-
zation, and the expiration date of the
director’s term of office.

[74 FR 51464, Oct. 7, 2009, as amended at 75 FR
17039, Apr. 5, 2010]

§1261.15 Minimum number of member
directorships.

Except with respect to member direc-
torships of a Bank resulting from the
merger of any two or more Banks, the
number of member directorships allo-
cated to each state shall not be less
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than the number of directorships allo-
cated to that state on December 31,
1960. The following list sets forth the
states whose members held more than
one directorship on December 31, 1960:

Number of elective
directorships on
December 31, 1960

State

California
Colorado .
lllinois ......
Indiana
lowa ...
Kansas
Kentucky .
Louisiana ............
M husetts

Michigan .............
Minnesota
Missouri ......
New Jersey .
New York

Tennessee ..
Texas ......
Wisconsin
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§1261.16 [Reserved]

Subpart C—Federal Home Loan
Bank Directors’ Compensation
and Expenses

SOURCE: 75 FR 17040, Apr. 5, 2010, unless
otherwise noted.

§1261.20 Definitions.

As used in this subpart C:

Compensation means any payment of
money or the provision of any other
thing of current or potential value in
connection with service as a director.
Compensation includes all direct and
indirect payments of benefits, both
cash and non-cash, granted to or for
the benefit of any director.

Exrpenses means necessary and rea-
sonable travel, subsistence and other
related expenses incurred in connec-
tion with the performance of official
duties as are payable to senior officers
of the Bank under the Bank’s travel
policy, except gift or entertainment ex-
penses.

§1261.21 General.

(a) Standard. Each Bank may pay its
directors reasonable compensation for
the time required of them, and their
necessary expenses, in the performance
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of their duties, as determined by a res-
olution adopted by the board of direc-
tors of the Bank and subject to the pro-
visions of this subpart.

(b) Reporting. (1) Following calendar
year. By December 31 of each calendar
year, each Bank shall report to the Di-
rector the compensation it anticipates
paying to its directors for the following
calendar year.

(2) Preceding calendar year. No later
than the tenth business day of each
calendar year, each Bank shall report
to the Director the following informa-
tion relating to director compensation,
expenses and meeting attendance for
the immediately preceding calendar
year:

(i) The total compensation paid to
each director;

(ii) The total expenses paid to each
director;

(iii) The total compensation paid to
all directors;

(iv) The total expenses paid to all di-
rectors;

(v) The total of all expenses incurred
at group functions that are not reim-
bursed to individual directors, such as
the cost of group meals in connection
with board and committee meetings;

(vi) The total number of meetings
held by the board and its designated
committees; and

(vii) The number of board and des-
ignated committee meetings each di-
rector attended in-person or through
electronic means such as video or tele-
conferencing.

§12(§1.22 Directors’ compensation pol-
icy.

(a) General. Each Bank’s board of di-
rectors annually shall adopt a written
compensation policy to provide for the
payment of reasonable compensation
and expenses to the directors for the
time required of them in performing
their duties as directors. Payments
under the directors’ compensation pol-
icy may be based on any factors that
the board of directors determines rea-
sonably to be appropriate, subject to
the requirements in this subpart.

(b) Minimum contents. The compensa-
tion policy shall address the activities
or functions for which director attend-
ance or participation is necessary and
which may be compensated, and shall
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explain and justify the methodology
used to determine the amount of com-
pensation to be paid to the Bank direc-
tors. The compensation policy shall re-
quire that any compensation paid to a
director reflect the amount of time the
director has spent on official Bank
business, and shall require that com-
pensation be reduced, as necessary to
reflect lesser attendance or perform-
ance at board or committee meetings
during a given year.

(c) Prohibited payments. A Bank shall
not pay a director who regularly fails
to attend board or committee meet-
ings, and shall not pay fees to a direc-
tor that do not reflect the director’s
performance of official Bank business
conducted prior to the payment of such
fees.

(d) Submission requirements. No later
than the tenth business day after
adopting its annual policy for director
compensation and expenses, and at
least 30 days prior to disbursing the
first payment to any director, each
Bank shall submit to the Director a
copy of the policy, along with all stud-
ies or other supporting materials upon
which the board relied in determining
the level of compensation and expenses
to pay to its directors.

§1261.23 Director disapproval.

The Director may determine, based
upon his or her review of a Bank’s di-
rector compensation policy, method-
ology and/or other related materials,
that the compensation and/or expenses
to be paid to the directors are not rea-
sonable. In such case, the Director may
order the Bank to refrain from making
any further payments under that com-
pensation policy. Any such order shall
apply prospectively only and will not
affect either compensation or expenses
that have been earned but not yet paid
or reimbursed or payments that had
been made prior to the date of the Di-
rector’s determination and order.

§1261.24 Board meetings.

(a) Number of meetings. The board of
directors of each Bank shall hold as
many meetings each year as necessary
and appropriate to carry out its fidu-
ciary responsibilities with respect to
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the effective oversight of Bank man-
agement and such other duties and ob-
ligations as may be imposed by appli-
cable laws, provided the board of direc-
tors of a Bank must hold a minimum of
six in-person meetings in any year.

(b) Site of meetings. The bank usually
should hold board of director and com-
mittee meetings within the district
served by the Bank. The Bank shall not
hold board of director or committee
meetings in any location that is not
within the United States, including its
possessions and territories.

Subpart D [Reserved]
PART 1263—MEMBERS OF THE
BANKS

Subpart A—Definitions

Sec.
1263.1 Definitions.

Subpart B—Membership Application
Process

1263.2 Membership
ments.

1263.3 Decision on application.

1263.4 Automatic membership.

1263.5 Appeals.

application require-

Subpart C—Eligibility Requirements

1263.6 General eligibility requirements.

1263.7 Duly organized requirement.

1263.8 Subject to inspection and regulation
requirement.

1263.9 Makes long-term home
loans requirement.

1263.10 Ten percent requirement for certain
insured depository institution appli-
cants.

1263.11 Financial condition requirement for
depository institutions and CDFI credit
unions.

1263.12 Character of management require-
ment.

1263.13 Home financing policy requirement.

1263.14 De novo insured depository institu-
tion applicants.

1263.15 Recent merger or acquisition appli-
cants.

1263.16 Financial condition requirement for
insurance company and certain CDFI ap-
plicants.

1263.17 Rebuttable presumptions.

1263.18 Determination of appropriate Bank
district for membership.

mortgage

Subpart D—Stock Requirements
1263.19 Par value and price of stock.
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1263.20
1263.21
1263.22
1263.23

Stock purchase.

Issuance and form of stock.
Adjustments in stock holdings.
Excess stock.

Subpart E—Consolidations Involving
Members

1263.24 Consolidations involving members.

Subpart F—Withdrawal and Removal from
Membership

1263.25 [Reserved]

1263.26 Voluntary withdrawal from member-
ship.

1263.27 Involuntary termination of member-
ship.

1263.28 [Reserved]

Subpart G—Orderly Liquidation of
Advances and Redemption of Stock

1263.29 Disposition of claims.

Subpart H—Reacquisition of Membership

1263.30 Readmission to membership.

Subpart I—Bank Access to Information

1263.31 Reports and examinations.

Subpart J—Membership Insignia

1263.32 Official membership insignia.

AUTHORITY: 12 U.S.C. 1422, 1423, 1424, 1426,
1430, 1442, 4511, 4513.

SOURCE: 75 FR 690, Jan. 5, 2010, unless oth-
erwise noted.

Subpart A—Definitions

§1263.1 Definitions.

For purposes of this part:

Adjusted mnet income means net in-
come, excluding extraordinary items
such as income received from, or ex-
pense incurred in, sales of securities or
fixed assets, reported on a regulatory
financial report.

Aggregate unpaid loan principal means
the aggregate unpaid principal of a
subscriber’s or member’s home mort-
gage loans, home-purchase contracts
and similar obligations.

Allowance for loan and lease losses
means a specified balance-sheet ac-
count held to fund potential losses on
loans or leases, which is reported on a
regulatory financial report.

Appropriate regulator means:

(1) In the case of an insured deposi-
tory institution or CDFI credit union,
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